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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT

To the Board of Directors

Wel ington Securities Inc

San Francisco California

We have audited the accompanying statements of financial condition of Wellington Securities Inc

as of December 31 2011 and 2010 and the related statements of operations changes in

stockholders equity and cash flows for the years then ended that you are filing pursuant to rule

7a-5 under the Securities Exchange Act of 1934 These financial statements are the
responsibility

of the Companys management Our responsibility is to express an opinion on these financial

statements based on our audits

We conducted our audits in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audits to obtain

reasonable assurance about whether the financial statements are free of material misstatement An
audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial condition of Wellington Securities Inc as of December 31 2011 and 2010 and the

results of its operations and cash flows for the years then ended in conformity with accounting

principles generally accepted in the United States of America

Our audits were conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The 2011 information contained in Schedule is presented for purposes of

additional analysis and is not required part of the basic financial statements but is supplementary

information required by rule 7a-5 under the Securities Exchange Act of 1934 Such information

has been subjected to the auditing procedures applied in the audits of the basic financial statements

and in our opinion is fairly stated in all material respects in relation to the basic financial

statements taken as whole

CROPPER ACCOUNTANCY CORPORATION
February232012

CROPPER
an accountancy corporation



WELLINGTON SECURITIES INC

Statements of Financial Condition

December31 2011 and 2010

ASSETS

2011 2010

Cash 47368 45 769

Deposits with clearing broker 33633 33412

TOTALCASH 81001 79181

ACCOUNTS RECEIVABLE 800

PREPAID EXPENSES 3782 3710

FEES AND COMMISSIONS RECEIVABLE 45986 54377

DEFERRED INCOME TAXES 120 120

TOTALASSETS 130889 138 188

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued expenses 1654 1998

Commissions payable 35258 42336

Income taxes payable through parent company 273 255

Total liabilities 37185 44589

STOCKHOLDERS EQUITY
Common stock no par value authorized

10 000 shares 100 shares issued and outstanding 10 000 10 000

Retained earnings 83704 83599

Total stockholders equity
93 704 93599

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 130 889 138 188

The accompanying notes are an integral part of these financial statements



WELLINGTON SECURITIES INC

Statements of Operations

For the Years Ended December 31 2011 and 2010

2011 2010

REVENUES
Commissions and fees earned 403257 383918

Interest 50 60

Miscellaneous 866

404173 383978

EXPENSES

Compensation and related payroll taxes 25990 26004

Commissions 320624 305962

Rent storage 3270 2862

Telephone 3147 3064

Insurance 27773 25474

Computer and office supplies 3874 2311

Postage and printing 1005 921

Licenses and permits 4272 4315

Dues and subscriptions 473 605

Travel and promotion 111 222

Trading line charges 5839 3567

Professional services 5300 5150

Other 1572 1639

403250 382096

INCOME BEFORE TAXES 923 1882

PROVISION FOR INCOME TAXES 818 962

NET INCOME 105 920

The accompanying notes are an integral part of these financial statements

-3-



WELLINGTON SECURITIES INC

Statements of Changes in Stockholders Equity

For the Years Ended December 31 2011 and 2010

Common Retained

Stock Earnings Total

BALANCE DECEMBER 31 2009 10000 82679 92679

Net income-2010 920 920

BALANCE DECEMBER 31 2010 10000 83599 93599

Net Income 2011
105 105

BALANCE DECEMBER 31 2011 10000 83 704 93704

The accompanying notes are an integral part of these financial statements

-4-



WELLINGTON SECURITIES INC

Statements of Cash Flows

For the Years Ended December 31 2011 and 2010

2011 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 105 920

Adjustments to reconcile net income to net

cash provided by used in operating activities

Changes in operating assets and liabilities

Accounts receivable 800 800

Commissions receivable 8391 11517

Prepaid expenses 72 163

Accounts payable and accrued expenses 326 1256

Commissions payable
7078 8085

Income taxes payable through parent company

Net cash provided by used in operating activities 1820 2219

NET INCREASE DECREASE IN CASH 1820 2219

CASH BEGINNING OF YEAR 79 181 81 400

CASH END OF YEAR 81 001 79 181

Suplementa1 cash flow disclosures

Income taxes paid
800 1081

Interest paid

The accompanying notes are an integral part of these financial statements

-5-



WELLINGTON SECURITIES INC

Notes to Financial Statements

December31 2011 and 2010

GENERAL INFORMATION AND SIGNIFICANT ACCOUNTING POLICIES

Wellington Securities Inc the Company was incorporated June 25 1985 and began

business in September 1985 The Company is registered as broker and dealer in securities

with the Securities and Exchange Commission SEC and the Financial Industry

Regulatory Authority F1NRA It transacts trades in equity securities through other

brokers on fully-disclosed basis and receives commissions therefrom In addition

commissions are earned on sales of limited partnership interests mutual funds and other

interests The Company is wholly-owned subsidiary of San Francisco Rail Inc

Basis of accounting

The financial statements are prepared on the accrual basis of accounting wherein income is

recognized as earned and expenses are recognized when incurred

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect certain reported amounts and disclosures Accordingly actual results

could differ from those estimates

Cash and Cash Equivalents

The Company considers all highly liquid financial instruments purchased with an original

maturity of three months or less to be cash equivalents

At December 31 2011 and 2010 the Company maintains cash balances at one bank with

FDIC insurance of up to $250000 At December 31 2011 and 2010 the cash balance did

not exceed the FDIC limit Additional deposits were maintained with clearing broker

which is insured by SIPC

Income taxes

The Company files consolidated income tax returns with its parent Deferred income tax

assets and liabilities are provided for differences between the tax basis of an asset or

liability and its reported amount in the financial statements Deferred tax balances are

determined by using the tax rate expected to be in effect when the taxes will actually be

paid or refunds received

-6-



WELLINGTON SECURITIES INC

Notes to Financial Statements

December 312011 and 2010

NET CAPITAL REQUIREMENT

As registered broker and dealer in Securities the Company is subject to the Securities

Exchange Commission Uniform Net Capital Rule Rule 15c3-1

The Companys ratio of aggregate indebtedness to net capital as defined in the Uniform Net

Capital Rule was approximately 0.47 to and 0.57 to at December 31 2011 and 2010

respectively Aggregate indebtedness and net capital change from day to day The Company

is required to maintain ratio of less than 15 to

At December 31 2011 and 2010 the Company had net capital as defined of $79422 and

$78529 respectively which exceeded the minimum requirement of $5000 However it

should be noted that in order to dimimsh the clerical effort of interim reporting the Company

must maintain minimum net capital of 120% of the mimmum required capital

EXEMPTION FROM RULE 15C3-3

The Company is exempt from certain provisions of Rule 15c3-3 since it places stock and

bond transactions on fully-disclosed basis with cleanng broker-dealers since it carnes no

margin accounts except through the clearing brokers and since it promptly transmits all

customer funds delivers all customer securities and does not otherwise hold funds or

securities of customers

INCOME TAXES

The Company files consolidated income tax returns with its parent Income tax expenses are

recognized on separate company basis and remitted to the parent company The deferred

tax benefit recognized if any is due to timing differences in the deduction of California

Franchise tax The following is the computation of income tax expense for the years ended

December 31 2011 and 2010

-7-



WELLINGTON SECURITIES INC

Notes to Financial Statements

December 31 2011 and 2010

INCOME TAXES CONTINUED

California California Federal

2011

Income before income taxes 923 923

California Franchise tax at 8.84%

mimmum$800 deducted in subsequent year 800 800 800

Federal base 123

Federal income tax expense at 15% 18 18

Total income tax expense
818

California Federal

2010

Income loss before taxes 1882 1882

California Franchise tax at 84%

mimmum$800 deducted in subsequent year 800 800 800

Federal base 1.082

Federal income tax expense at 15% 162 162

Total income tax expense
962

SUBSEQUENT EVENTS

Management has evaluated subsequent events through February 23 2012 the date on which

the financial statements were available to be issued

-8-
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WELLINGTON SECURITIES INC

Schedule

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

Stockholders equity 93704

Less non-allowable assets

Deferred income tax benefit 120

Accounts receivable not allowed 10380

Prepaid expense 3782

14282

Net Capital 79422

Greater of 6-2/3% of aggregate indebtedness of $37185 or $5000 5000

Net Capital in excess of requirement 74422

Ratio of aggregate indebtedness $37185 to net capital $79422 047 to

There were no differences between the Companys submitted amounts

for net capital and aggregate indebtedness and the audited amounts

-9-
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT PURSUANT TO
RULE 17A-5 OF THE SECURITIES EXCHANGE ACT OF 1934

To the Board of Directors

Wellington Securities Inc

San Francisco California

In planning and performing our audits of the financial statements of Wellington Securities Inc the

Company for the year ended December 31 2011 and the supplemental schedules as of December 31

2011 we considered its internal control structure including procedures for safeguarding securities in

order to determine our auditing procedures for the purpose of expressing our opinion on the financial

statements and not to provide assurance on the internal control structure

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including tests of such practices and

procedures that we considered relevant to the objectives stated in rule 7a-5g in making the penodic

computations of aggregate indebtedness or aggregate debits and net capital under rule 7a-3a 11 and

for determining compliance with the exemptive provisions of rule 15c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities we

did not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and compansons

Recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an internal control

structure and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected benefits and

related costs of internal control structure policies and procedures and of the practices and procedures

referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above-mentioned objectives Two of the objectives of an internal control

structure and the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit the preparation of financial statements in accordance with

accounting principles generally accepted in the United States of America Rule 17a-5g lists additiOnal

objectives of the practices and procedures listed in preceding paragraph

servce



Because of inherent limitations in any internal control structure or the practices and procedures referred to

above errors or irregularities may occur and not be detected Also projection of any evaluation of them to

future periods is subject to the risk that they may become inadequate because of changes in conditions or

that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements

on timely basis signicant deficiency is control deficiency or combination of control deficiencies

that adversely affects the entitys ability to initiate authorize record process or report financial data

reliably in accordance with generally accepted accounting principles such that there is more than remote

likelihood that misstatement of the entitys financial statements that is more than inconsequential will not

be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statement will not be prevented

or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

were adequate at December 31 2011 to meet the SECs objectives

This report is intended solely for the use of the Board of Directors management the SEC the Financial

Industry Regulatory Authority FINRA and other regulatory agencies that rely on rule 7a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended

to be and should not be used by anyone other than these specified parties

CROPPER ACCOUNTANCY CORPORATION

February 23 2012
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITYS SIPC ASSESSMENT

RECONCILIATION

To the Board of Directors

Wellington Securities Inc

San Francisco California
Wash

hI9t000
In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 ave
performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Fonn SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2011 which were agreed to by Wellington Securities

Inc and the Secunties and Exchange Commission Financial Industry Regulatory Authority mc
and SIPC solely to assist you and the other specified parties in evaluating Wellington Securities

Inc.s compliance with the applicable instructions of the General Assessment Reconciliation

Form SIPC-7 Wellington Securities Inc management is responsible for Wellington

Securities Inc compliance with those requirements This agreed-upon procedures engagement

was conducted in accordance with attestation standards established by the American Institute of

Certified Public Accountants The sufficiency of these procedures is solely the responsibility of

those parties specified in this report Consequently we make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report has

been requested or for any other purpose The procedures we performed and our findings are as

follows

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the period January

through December 31 2011 as applicable with the amounts reported in Form SIPC-7 for

that period noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers noting no differences

Compared the amount of the current assessment with the Form SIPC-7 on which it was

originally computed noting no differeis

seneice



We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties
listed above and

is not intended to be and should not be used by anyone other than these specified parties

c-
CROPPER ACCOUNTANCY CORPORATION

February 23 2012



SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconciliation

For the fiscal year ended Dec eco It 20jj_
Read carefully the instructions in your Working Copy before compleling this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 7a-5

034337 FtNRA DEC
WELUNGTON SECURITIES INC irii

PM6187 3288 21ST STREET

SAN FRANCISCO CA 94110

Name and telephone number of person to

contact respecting this form

Ci 5cc q/soi-O

General Assessment item 2e from page

Less payment made with SIPC-6 filed exclude interest

7/- O//
Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction for days at 20% per annum

Total assessment balance and interest due or overpayment carried forward

Overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above
_______________

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

ck Sccu ec
NamepL.or orati Partnership or other organizotioul

Authorized Signature

Pr.cJ iT

SIPC-7

33-REV 7/10

SIPC-7

33-REV 7/10

Note If any of the information shown on the

mailing label requires correction please e-mail

any corrections to form@sipc.org and so

indicate on the form tiled

//

The SIPC member submitting this form and the

person by whom it is executed represent thereby
that all information contained herein is true correct

and complete

Dated theday of 20 1Z

lritlel

This form and the assessment payment is due 60 days after the end of the fIscal year Retain the Working Copy of this form
for period of not less than years the latest years in an easily accessible place

Received

Dates
____________
Postmarked

Calculations __________

Exceptions

Disposition of
exceptions

Reviewed

Documentation __________ Forward Copy



Item No
2a Total revenue FOCUS Line 12/Part IA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses of her than advertising printing registration fees and legal fees deducted in determining net

profit
from management of or participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions

Deductions in excess of $100000 require documentation

Total interest and dividend expense FOCUS Line 22/PART IA Line 13
Code 4075 plus fine 2b4 above but not in excess

of total interest and dividend income

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025

DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning

and ending /.7 3/ 201/

Eliminate cents

5//9f /73

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy soficitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal tees incurred in connection with other revenue
related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

73t

/q9

to page line 2.A



SECURITIES INVESTPR PROTECTION CORPORA HON

SIPC_6
Box 92185 Wa huiqton

90090 2185 SIPC6

34-REV 710
General Assessment Payment Form REV_7 tO

For the first half the fiscal year ending 12/31/2011

Read cretuliy thu nstruclrOfl your Working Copy hoio ouIOtetlriO
ho Form

TO BE FILED BY ALL MEMBERS OF THE SECURITIES INVESTOR PROTECTION CORPORATION

Name of Member iddies Desrqnited EximrnrncJ AulhorIt/ 11 PcI rqr Ii 111011 rIO til munfh in who Ii if ii ends for

purposes
of the audit requirement of SEC Rule 17ab

Note rn of lb iritmm Iron shown on the

034337 FNRA DEC
rrrarlinq

tah UtlOf Cr ci troll please
mail

WELLINGTOt SECURITIES 1NC 11 Ii tfl 01 rec1iuIr ti for nitric pr org md

PM187 32882151 STREET
ridicale lit the form tiled

SMi FRAIc1ScO CA 4fl
iririr and etephorlo number of poison to

cur tact IC sflE hog ft torm

_1

General assesrneflt payment for the Iii sI hmtt ot rho tr al ys

item 2e from page

Less prior year overpayment apptied as rettectoct on SIPC it applicable

Assessment balance due

Interest computed on late payment see instructIon foL ddys at aO% per annum

Totit assessment and interest due

PAID WITH THIS FORM

Check enclosed payable to SIPC

Total must be same as above

Subsidiaries and predecessors
inducted in this torm qrvo name and 1934 Act registratlolr

number

The SIPO member submitting this form arid the

ic vurictpd reoreseflt thereby

WELUNGTON SECURmES INC

Date Type Reference

7/16/2011
48

07/16/2011 Bill

Original Amt Balance Due Discount

177.00 J77fl
Payment

177.00

Check Amount 177.00

Union Bank Checking General Assessernent for period 2011 to 30 2011 177.00

OaII BUSINESS FMS 18O38.O3o4 w.dehefo.com


